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The phenomenal growth in foreign direct in-
vestment in the Southeast has contributed signif-
icantly to economic growth in the region. But it 
also raises a number of questions concerning 
policy operations on U.S. economic competi-
tiveness. To outline the contribution that foreign 
investment has made, we must add data to the 
investment picture. Although national data are 
available for 1984 from the U.S. Department of 
Commerce (DOC), the latest available state-
level data on foreign direct investment are for 
1983.1 

Data from the DOC must be used for compar-
isons because data collected from state agencies 
are not consistent either with the data collected 
by the DOC or between states. Thus, although 
the individual state departments of commerce 
and economic development make data avail-
able from time to time, we must be careful to 
avoid the pitfalls of incompatability. 

Gauging foreign direct investment poses a 
further problem in that three different measures 
tend to be used. For example, let us look at data 
for 1983, which are available on all three bases. 

The author is vice president and educational program director 
of the Southern Center for International Studies, headquar-
tered in Atlanta, Georgia. 

The first measure is total assets of affiliates in 
which a foreigner owns more than 10 percent of 
the shares and, by implication, can exercise 
control. For 1983, foreign affiliate assets total 
$527.6 billion.2 

The next measure of foreign direct investment 
is the gross book value of property, plant, and 
equipment (P, P, and E)—the bricks and mortar. 
According to that measure, the 1983 figure was 
$241.6 billion, less than half theasset figure.3 The 
third measure, position, is the one commonly 
used by the DOC for its national data Position is 
the net book value of foreign direct investors' 
equity in, and the net outstanding loans to, the 
subsidiary from the parent. By this measure, 
foreign direct investment for 1983 was an even 
lower figure of $137.1 billion.4 The total assets 
and position data are available at the national 
level, but not on the state level. Therefore, if you 
wish to discuss investments by state, you must 
rely on the gross book value of P, P, and E. 

A clear distinction must be made between 
total investment in place as of a given year and 
the new flows that have taken place during that 
year. Finally, DOC data do not distinguish be-
tween investment in new P, P, and E, as opposed 
to foreign acquisition of an existing domestically 
owned facility. In either case, foreign direct 
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Table 1. Foreign Direct Investment Position, 1984 
and Capital Inflows 
by Selected Country and Industry, 1980-1984 

Country Position Capital Inflows 

$ Mil l ions Percent $ Mil l ions Percent 

United Kingdom 38,099 23.9 22,726 25.2 
Netherlands 32,643 20.5 19,566 21.7 
Japan 14,817 9.3 11,017 12.2 
Canada 14,001 8.8 6,690 7.4 
Germany 11,956 7.5 4,454 4.9 

Total 159,571 100 90,365 100 

Industry 

Manufactur ing 50,664 31.8 22,821 25.3 
Petroleum 24,042 15.1 13,347 14.8 
Wholesal ing 24,916 15.6 14,847 16.4 
Real Estate 16,899 10.6 1 2,467 13.8 
Finance & Insurance 13,065 8.2 7,679 8.5 
Banking 10,203 6.4 6,908 7.6 

Total 159,571 100.0 90,365 100.0 

Source: Bureau of Economic Analysis. "Foreign Direct Investment in the United States: Country and Industry Detail for Posit ion and Balance of Payments 
Flows, 1984," Survey of Current Business, (Government Printing Office, August 1985) pp. 63-64. 

investment goes up, but only the second case 
creates new jobs. (Note that the actual economic 
impact of a foreign acquisition depends on how 
the previous domestic owner invests the money 
received and what the foreigner does with the 
new investment.) Hence, some of the confusion 
that arises when discussing foreign investment 
data 

Keepingthese measurement problems in mind, 
foreign direct investment in the United States 
amounted to $159.6 billion by 1984. In 1982 
and 1983, growth of foreign investment slack-
ened markedly, with increases of 15 percent and 
9 percent, respectively. That is less than half the 
average growth of 30 percent annually for the 
four years prior to 1982. The slowdown resulted 
from a U.S. recession, which lasted until early 
1983. In addition, the subsequent surge in the 
value of the dollar made investment in this 

country much more expensive. However, be-
cause economic growth and the U.S. market's 
attractiveness continue to be the overriding 
influences on foreign investors, investment soared 
again in 1984 when the American economy 
recovered. Over $22.5 billion of new investment 
flowed into the country—nearly double the a-
mount for 1983. Although the first half of 1985 
saw yet another slowdown, foreign direct invest-
ment did not fall to the 1983 level. 

Where does this investment come from? Table 
1 shows the cumulative"position" by the end of 
1984 and the cash inflows for the 1980 to 1984 
period. By these measures, the United Kingdom 
is the largest investor, with over $38 billion, or 
over 25 percent of the total capital inflow. The 
United Kingdom is followed by the Netherlands 
and then Japan, which recently overtook Canada, 
Germany, and Switzerland, to claim third place. 
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Table 2. Total Assets of U.S. Affiliates 
by Country of Owner and by Industry, 1980 
(Billions of dollars) 

All 
Countries Canada France Germany 

Nether-
lands U.K. Japan 

All Industries 552.0 66.1 41.1 38.8 40.0 84.9 98.0 
Petroleum 44.1 3.4 * 0.4 * * 0.9 
Manufacturing 81.7 13.1 9.3 17.8 6.1 14.7 3.9 
Wholesale 50.1 1.9 5.1 5.5 0.7 5.1 18.7 
Banking 230.0 18.3 14.4 7.6 20.9 28.1 70.3 

* No! disclosed 

Source: Bureau of Economic Analysis, Foreign Direct Investment in the United States. 1980 (GPO, October 1983), tables A-1 and B-8. 

The rapid rise in Japanese investment is illus-
trated even more strongly by total assets. For 
1980, (the latest year data are available for all 
industry sectors), Japan emerges as the largest 
foreign investor in the United States. However, 
the lion's share of Japanese investment is ac-
counted for by the $70.3 billion in banking 
where Japan far outpaces the second largest 
investor, the United Kingdom, with $28.1 billion 
in banking assets (see Table 2). 

Interestingly within the Latin American region, 
the Netherlands Antilles and Panama account 
for $12.4 billion or 7.8 percent of all investment. 
Both the Netherlands Antilles and Panama pro-
vide anonymity through bearer shares, so the 
companies registered there are likely to be 
owned by private investors from Latin America, 
Europe, or the Middle East, but in this instance 
we cannot break down the ownership. 

Table 1 shows that by industry sector, manu-
facturing continues to claim the largest share of 
foreign investment. Its 1984 portion, 31.8 per-
cent, is down from 35 percent in 1983 and even 
higher levels in prior years. Manufacturing's de-
clining share of foreign direct investment is 
further highlighted by the fact that over the four-
year period it accounted for only 25 percent of 
total capital inflows. In 1983, real estate edged 
out both petroleum and wholesalingtemporarily, 
but experienced a slowdown in 1984 to fall back 
to fourth place. 

Getting closer to home, we find a foreign in-
vestment horserace between the regions. From 
1974 to 1983, $48.3 billion of foreign investment 
in P, P, and E flowed into the Southeast, more 
than to any other region in the country, and 
represented an average annual increase of 51.8 
percent. Clearly, the Southeast did remarkably 
well over this nine-year period. 

Job creation, of course, is the primary concern 
of state governments and their officials who fly 
around the world seeking new investment to 
increase employment. Once again, the South-
east far outstripped all regions both in total and 
in new employment over the 1974 to 1982 per-
iod. In all, more than 390,000 new jobs were 
created in the Southeast, with an average annual 
gain of almost 20 percent. This success is impres-
sive. Although North Carolina claims the largest 
number of foreign investment-related jobs as of 
1983—just over 95,000—Georgia leads in terms 
of increase over the 1974 to 1982 period, with 
63,000 new jobs being created—a 32 percent 
average annual increase over the nine-year period. 

In the 12-state southeastern region as defined 
by the DOC, Louisiana and Florida show the 
largest increase in P, P, and E, with over$7 billion 
each over the 1974 to 1983 period. Florida's 
growth was largely concentrated in real estate 
and Louisiana's in energy-related investment. 
Georgia was third, followed by North Carolina, 
South Carolina and West Virginia, each with 
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Table 3. Gross Book Value of Property, Plant and Equipment 
of Nonbank U.S. Affi l iates by State, 1982 
(Mil l ions of dollars) 

Total 
P, P&E Manufacturing 

Percent 
of Total 

Alabama 3,064 1,752 57.2 
Arkansa 829 396 47.8 
Florida 7,486 2,059 27.5 
Georgia 5,197 2,658 51.1 
Kentucky 2,379 782 32.9 
Louisiana 9,165 3,464 37.8 
Mississippi 1,732 773 44.6 
North Carolina 6,143 3,267 53.2 
South Carolina 5,729 3,895 68.0 
Tennessee 4,504 3,473 77.1 
Virginia 3,574 2,031 56.8 
West Virginia 5,040 1,973 39.2 

Total Southeast 54,842 26,524 48.4 

Source: Bureau of Economic Analysis, Foreign Direct investment in the United States: Operations ot U.S. Affiliates of Foreign Companies, 
Preliminary 1983 Estimates (GPO, December 1985), table D-13. 

investment growth of over $4 billion. On the 
basis of percentage increase, West Virginia some-
what surprisingly led the 12 states, with nearly 
100 percent. Substantial investments in coal and 
other energy-related enterprises probably ac-
count for that state's dramatic advance. 

The percentage of foreign investment directed 
toward manufacturing has interesting implica-
tions for the Southeast (see Table 3). For 1983, 
the figure peaks at a high of 73.4 percent for 
Tennessee, largely because of that state's location 
at the center of a vast eastern and central market 
for the United States. At the low end of the scale 
is Florida, with 26.7 percent showing a predomi-
nance in real estate investment. While these var-
iations highlight the differences between states 
in the region, they also raise intriguing questions 
about the state industrial development policies. 

The southeastern governors and economic de-
velopment or commerce departments are trying 
actively to attract investment. To what extent do 
they gear their activities to each state's own 
natural advantage, to its comparative advantage, 
or to its historic position? Do they try to change 
the historic mix of investment? Although the 
United States lacks an industrial policy at the 
national level, there seems to be a good reason 
for one at the state level. 

Within the manufacturing sector, the region's 
chemical industry dominates investment, com-
manding about 58 percent of manufacturing 
investment and 37 percent of investment-related 
employment (see Table 4). This has been the 
historic pattern for foreign manufacturing invest-
ment overall, and in the Southeast that pattern 
persists. In large part the region's chemical indus-
try is related to textiles rather than petrochemi-
cals, except in Louisiana. 

What are some of the reasons for this impres-
sive record of foreign investment? Aside from 
economic growth, the population influx, the 
good climate, and a largely non-union work 
force, what else accounts for this flow of invest-
ment into the Southeast? Increasingly, the re-
gion's good port facilities and transport network 
to the rest of the country are cited as attractions. 
Service-related factors likewise have played an 
important role in luring foreign investors to the 
region. For example, Atlanta now has available 
ample professional, legal, and accounting ser-
vices, hosts over 25 foreign banks, 16 consulates 
with professional, full-time consuls or consuls 
general, 15 trade offices, four foreign-American 
chambers of commerce, and has an expanding 
number of overseas air routes to Europe and 
Latin America. 
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Table 4. Gross Book Value of Southeastern Property, Plant, and Equipment and Employment 
by Industry, 1982. 

Percent Percent 
of Total of Total Jobs 

Foreign Investment Accounted for by 
Manufacturing 

Sector $Mi l l ions 
in U.S. 

Manufacturing 
Number 
of Jobs 

Foreign Investment 
in Manufactur ing 

Food 824 3.1 27,186 8.9 
Chemicals 15,537 58.6 113,912 37.1 
Metals 2,976 11.2 28,492 9.3 
Machinery 1,744 6.6 57,274 18.7 
Other* 5,445 20.5 79,866 26.0 

Total 26,524 100.0 306,730 100.0 

•Text i les pulp and paper, and transportat ion/motor vehic les 
Source: Bureau of Economic Analysis Foreign Direct Investment in the United States: Operations of U.S. Affiliates of Foreign Companies, 

Preliminary 1983 Estimates (GPO, December 1985), table D-13. 

Perhaps one of the most cogent forces in 
drawing foreign investment to the Southeast has 
been the ongoing effort of state government 
officials, usually including governors. The states 
have sent numerous contingents overseas and 
their promotional efforts have extended to help 
with site selection, programs for pre-trainingand 
retraining a suitable work force, and assistance 
with completing legal and regulatory require-
ments—a virtual one-stop shop to get the job 
done. Most states will transport potential foreign 
investors into and out of the region in state 
planes and will fly them around in state helicop-
ters to look at plant sites. Additionally, the 12 
regional states now have a total of 21 overseas 
offices, six in Tokyo alone. In fact, some observers 
criticize these state departments for spending 
too much time attracting "reverse investment," 
and insufficient time promoting trade and tour-
ism. We have seen some redress of that imbal-
ance in recent years. 

One intangible factor in attracting foreign in-
vestment to the Southeast is that the investor is 
made to feel important to the local community. 
Being welcomed by the governor of the state and 
the mayor of the city makes a favorable impres-
sion on many foreign visitors. Generally, an 
investor will not receive that kind of hospitality in 
states such as New York or California, where he 
may be too small a fish in a bigger pond. Thus, the 
old southern hospitality has provided a compar-
ative advantage. 

In terms of country of origin, by 1982 Canada 
led the list of investors in the Southeast for the 
first time, as measured by gross book value of P, 
P, and E (see Table 5). The Southeast now 
accounts for more Canadian investment than 
any other U.S. region. Next on the list was the 
Netherlands, the largest investor in the region 
until 1980, then the United Kingdom, Germany, 
Switzerland, and Japan. With the Nissan plant in 
Tennessee, Japanese investment in the Southeast 
has become almost as prominent as it is in the 
western states. 

The level, location, source, and job creation of 
foreign investment have been addressed often, 
but some interesting aspects of U.S. affiliates' 
exports and imports deserve further study. For-
eign affiliates generate a deficit of about $27 bil-
lion in 1983, up from $23.6 billion in 1980. For 
1980, the data are broken down by destination. 
Of the total exports shipped by the affiliates 
about $52 billion, or40 percent, went to the for-
eign parents and 60 percent to other foreigners.5 

For Europe, only 20 percent of affiliate exports 
went back to the parents, whereas for Japan 74 
percent did so. The same pattern exists with 
imports: in total, 62 percent come in from the 
foreign parents, but for Europe the figure is 56 
percent, and for Japan and Canada, it is 79 and 
83 percent, respectively. There are, therefore, 
clear differences in the trading relationship be-
tween parent and affiliate for different investing 
countries, with Japanese and Canadian affiliates 
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Table 5. Gross Book Value of Property, 
Plant, and Equipment of 
Nonbank U.S. Affil iates 
by Country of Owner, 1982 
(Mil l ions of dollars) 

Southeast Total 

All Countr ies 54,842 
Canada 13,533 
Netherlands 9,354 
United Kingdom 7,579 
Germany 6,709 
France 4,791 
Switzerland 2,536 
Japan 1,803 

Source: Bureau of Economic Analysis, Foreign Direct Investment in 
the United States: Operations ol U.S Affiliates of Foreign 
Companies, Preliminary 1983 Estimates (GPO, December 
1985),table D-13. 

linked more closely to the parent company in 
terms of components and end product use. 
Overall, more than 70 percent of the affiliate 
exports and imports are in wholesaling. For the 
manufacturing sector, unfortunately there is no 
breakdown as to where the exports and imports 
are going or coming. 

The Canadian parent-affiliate trading relation-
ship reflects the automobile arrangements set up 
between the United States and Canada, while in 
the Japanese case the relationship is evidence of 
the vast trade through Japanese trading compa-
nies. The Japanese companies generate a surplus 
of $119 million in two-way trade in manufactur-
ing, while a deficit of $8.6 billion exists in the 
wholesaling sector. 

The links between foreign investments as they 
come in, and what have become known as 
satellite industries—smaller investments drawn 
in on the coattails of the larger investment—are 
another interesting topic for further study. One 
example occurred when the Nissan plant opened 
in Smyrna, Tennessee, with an investment of 
$660 million, the largest Japanese investment in 
this country. Nissan started promoting the "just-
in-time" Japanese method of inventory control, 
and requiring one-day delivery from parts sup-
pliers. This means that suppliers have to be 
located within a 60-mile radius of Smyrna As a 
result many satellite Japanese investments in 
the manufacture of car seats, automobile wheels, 
radiators, radios, and plastic parts supply the 

Nissan plant In a power play on the part of 
Alabama, Coilplus, a wholly owned subsidiary of 
Mitsubishi, is making steel and aluminum strip-
ping just across the border in the town of Athens, 
Alabama. These coils will be used by other parts 
manufacturers in a 90-acre industrial complex 
that will house shared service facilities. Coilplus 
and a group of parts manufacturers currently 
supply Nissan in Japan in the same manner, and 
the firm appears to be moving the whole concept 
over to Alabama to supply the nearby Smyrna 
plant 

Given the supplier and end-user "satellite" 
relationships that may be established and the 
increasing number of joint ventures between 
American and foreign companies, the impact on 
the U.S. trade balance and on the competitive-
ness of U.S. companies in many sectors is unclear. 
To what extent, for example, are U.S. parts 
suppliers being supplanted by foreign suppliers 
with special relationships to the affiliate parent, 
such as in the case of Nissan? As Japanese 
automobile manufacturers invest in this country 
and take an increasing share of the automobile 
market, U.S. materials and parts suppliers prob-
ably will also suffer a fall in market share. A recent 
Economist survey of the world's motor industry 
commented on the investment by Japanese 
companies in production facilities in the United 
States, saying: 

In the short term this is welcomed by the 
Americans as a way of providing new jobs, 
but, in the longer term, the result will be to 
contribute to creeping colonization, espe-
cially if Japanese component suppliers in-
creasingly establish themselves alongside 
the new assembly plants.6 

These are some of the policy issues that must 
be faced as foreign direct investment grows in 
the coming years. 

Notes 

'Bureau of Economic Analysis, "Foreign Direct Investment in the United 
States: Country and Industry Detail for Position and Balance of Payment 
Flows 1984" in Survey ol Current Business. (Government Printing Office. 
August 1985) and Bureau of Economic Analysis. "Foreign Direct Invest-
ment in the United States: Operat ions of U.S. Affi l iates of Foreign 
Companies, Preliminary 1983 Estimates," (GPO, December 1985) 

JSee Ned G. Howenstine's "U.S. Affil iates of Foreign Companies: Opera-
tions in 1983." in Survey of Current Business. (GPO. November 1985) 

3Howenstine, "U.S Aff i l iates" 
'Survey ol Current Business, (August 1985). 
^Bureau of Economic Analysis, "Foreign Direct Investment in the United 

States 1980," (GPO. October 1 983). tables E-6. p. 104 and G-4. p. 144 
6"Another Turn of the Wheel: A Survey of the World's Motor Industry." The 

Economist. March 2, 1985. 
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